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DSSOLHGPHDVXUHV D UHGLVWULEXWLRQ RI LQFRPH IURP WKHPLGGOH DQGPDLQO\ IURP ORZ WR KLJK DQG YHU\ KLJK LQFRPH JURXSV LV
UHFRUGHGGHVSLWHWKHIDFWWKDWZDJHVDQGVDODULHVPXFKOHVVWKDQFRUSRUDWHSURILWVFRQWULEXWHWRRYHUDOOLQHTXDOLW\PDLQO\GXHWR
WD[ HYDVLRQ 7KH PDLQ PHFKDQLVP UHVSRQVLEOH IRU XQHTXDO LQFRPH GLVWULEXWLRQ LQYROYHV DQWLGHYHORSPHQW DQG DQWLVRFLDO
DXVWHULW\ PHDVXUHV ILVFDO DQG LQVWLWXWLRQDO DUUDQJHPHQWV WR HQKDQFH ODERXU PDUNHW IOH[LELOLW\ HWF LPSOHPHQWHG XQGHU WKH
0HPRUDQGXP ZKLFK OHG WR DQ LQFUHDVH LQ WKH WD[ EXUGHQ PRVWO\ RI ORZHU LQFRPHV D UHGXFWLRQ RQ DYDLODEOH LQFRPH RI
KRXVHKROGV DQG D GHWHULRUDWLRQ LQ LQGLFDWRUV RI HFRQRPLF DQG VRFLDO ZHOIDUH LQFRPH LQHTXDOLW\ DQG DEVROXWH SRYHUW\ 7KH
HFRQRPLFFULVLVDQGWKHPHDVXUHVLPSOHPHQWHGWRGHDOZLWKLWLQ*UHHFHDVLQRWKHUUHJLRQVRIWKHZRUOGLQWKHSDVWDQGWRGD\LV
XWLOL]HGIRUDKLJKLQWHQVLW\LQVL]HDQGDUHDLQWKHUDQJHRIVRFLDOJURXSVDIIHFWHGUHGLVWULEXWLRQRIZHDOWKWKURXJKZKLFKWKH













GXULQJ D FULVLV SHULRG":KLFK DUH WKH FRQVHTXHQFHV RQ LQFRPH RI WKH UHFHQW HFRQRPLF FULVLV DQG WKH VXEVHTXHQW
PHDVXUHV DSSOLHG LQ WKH FDVH RI*UHHFH"+RZ LV WKH EXUGHQ RI DGGUHVVLQJ WKH FULVLV DPRUWL]HG EHWZHHQ GLIIHUHQW





UHJDUGLQJPDLQO\ QDWLRQDO LQFRPHZLWKZDJHV LQHTXDOLWLHV GLIIHUHQFHV EHWZHHQ FRXQWULHV DQG DQQXDO WUHQGVZHUH
H[SORUHGUHJDUGLQJLQHTXDOLW\5HOHYDQWGDWDMXVWLILHVDEDVLFSUHFRQGLWLRQRIWKH.X]QHWVK\SRWKHVLVWKDWLQHTXDOLW\
WHQGV WRGHFOLQHZLWKHFRQRPLFSURJUHVVGXULQJVXFFHVVIXO LQGXVWULDOL]DWLRQ'DWD VKRZ WKDWFKDQJHV LQ WKHJOREDO
HFRQRPLF HQYLURQPHQW UHJDUGOHVV QDWLRQDO SROLFLHV FUHDWH D JHQHUDO LQHTXDOLW\ FOLPDWH DOPRVW HYHU\ZKHUH IRU
GHYHORSLQJ DQG GHYHORSHG FRXQWULHV WKDW VHHPV WR KDSSHQ GXH WR JOREDO FKDQJH DQG YDULDELOLW\ RI JOREDO
PDFURHFRQRPLFFRQGLWLRQV-DPHV.*DOEUDLWK+\XQVXE.XPS±
5HVHDUFK RQ WKH LPSDFW RI GHUHJXODWLRQ DQG JOREDOL]DWLRQ RQ LQFRPH LQHTXDOLWLHV ZLWKLQ FRXQWULHV VKRZV WKDW
WRGD\¶VOHYHOVRIJOREDOL]DWLRQKDYHDVHULHVRIFRPPRQFKDUDFWHULVWLFVWRWKHSHULRGEXWDWWKHVDPHWLPH







VLQFH WKH WRS RI FDSLWDO LQFRPHV DUH VWLOO ORZHU LQ WKH HQG RI  WKDQ EHIRUH WKH 6HFRQG:RUOG:DU GXH WR
SURJUHVVLYH WD[DWLRQ ,QWHUQDWLRQDO FRPSDULVRQV VKRZ D GHFUHDVH RI LQHTXDOLW\ GXULQJ WKH ILUVW KDOI RI WKH WK
FHQWXU\7KLVUHGXFWLRQRQLQHTXDOLWLHVPDLQO\KDSSHQHGGXHWRUDQGRPIDFWRUVFULVHVLQIODWLRQDQGZDUVDQGZDV
ERRVWHG E\ SROLWLFDO IDFWRUV SURJUHVVLYH WD[DWLRQ'HFDGHQFHRI SURJUHVVLYH WD[DWLRQV WKDW LV REVHUYHG VLQFH WKH
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$ UHSRUW RI WKH (XURSHDQ 3DUOLDPHQW UHJDUGLQJ WKH FRQVHTXHQFHV RI WKH UHFHQW JOREDO ILQDQFLDO DQG HFRQRPLF
FULVLVRQGHYHORSLQJFRXQWULHVQRWHVWKDWWKHUHFHQWFULVLVSURGXFHVWKHPRVWSDLQIXODQGGHHSHIIHFWVRQHPHUJLQJ
DQGGHYHORSLQJFRXQWULHVDQGHVSHFLDOO\RQWKRVHZLWKORZHULQFRPHV7KLVVKRZVWKDWGHVSLWHGHYHORSLQJFRXQWULHV
DUHQRW WKHRQHVUHVSRQVLEOH IRU WKHFULVLV WKH\VXIIHU WKHPRVWFDWDVWURSKLFFRQVHTXHQFHV'HVSLWH WKHIDFW WKDWDW
ILUVW LW ZDV FRQVLGHUHG WKDW WKH FULVLV ZRXOG PLQLPDOO\ DIIHFW WKH GHYHORSLQJ FRXQWULHV VLQFH WKHVH DUH QRW
SDUWLFXODUO\ PRXQWHG WR WKH JOREDO ILQDQFLDO V\VWHP LW LV FRQWLQXRXVO\ PDQLIHVWHG DV D FDWDVWURSKLF ILQDQFLDO
HFRQRPLF VRFLDO GHYHORSPHQW DQG KXPDQLWDULDQ FULVLV E\ UHGXFLQJ HFRQRPLF JURZWK DQG LQFUHDVLQJ
XQHPSOR\PHQWGURSSLQJLISULFHVLQFRPHIURPWKHLUUDZPDWHULDOVUHGXFWLRQRQWUDGHUHGXFWLRQRQLQYHVWPHQWVDQG
LQYHVWPHQW DVVLVWDQFH DQG LQFUHDVH RI GHSW (XURSHDQ 3DUOLDPHQW 'HYHORSPHQW &RPPLWWHH 
,1,
)DFWRUVWKDWFUHDWHLQFRPHLQHTXDOLWLHVRQWKHOHYHORIKRXVHKROGVWRJHWKHUZLWKWKHLUYDULDELOLW\RYHUWLPHZHUH










H[DPSOHDOWKRXJKUHGLVWULEXWLRQZDV LQFUHDVHG LQ6FDQGLQDYLDQFRXQWULHVGXULQJ WKH¶VDQG WKH¶V LQFUHDVLQJ
LQHTXDOLW\ RI DYDLODEOH LQFRPHZDV DOVR IRXQG ,Q WKH (XURSHDQ FRXQWULHV D ORQJ WHUP UHGXFWLRQ RQ HPSOR\PHQW
ZRXOGKDYHUHVXOWLQVLJQLILFDQWFXWVLQQHFHVVDU\UHGLVWULEXWLRQSURJUDPVWKURXJKWD[DWLRQDQHYROXWLRQWKDWZRXOG
LQFUHDVHLQFRPHLQHTXDOLW\/DQH.HQZRUWK\DQG-RQDV3RQWXVVRQS








WRWDO DVVHWV RI WKHVH  SHUVRQV DUH PRUH WKDQ  WULOOLRQ GROODUV WKXV RYHUFRPLQJ ,QGLD¶V D FRXQWU\ ZLWK D
SRSXODWLRQRIELOOLRQ*'3)URPGDWDUHSRUWHGLQWKH1HZ<RUN7LPHVLWLVGHGXFHGWKDWLQDSHUFHQWDJH
RIRIWKHDGGLWLRQDO*'3SURGXFHGLQWKH86$ZHQWWRWKHRIWKHZHDOWKLHUSRSXODWLRQDQGLWVLQFRPHZDV
UDLVHG E\  LQ WKH KXUW RI WKH FULVLV :KHQ DQDO\VLQJ GDWD ZLWKLQ WKLV  LW LV UHSRUWHG WKDW  RI WKH
DGGLWLRQDO86$*'3ZDVWDNHQE\DPHUHRIWKHULFKHVWDPRQJWKHULFK'HODVWLN*





 RI WKH SRSXODWLRQ ZLWK WKH KLJKHU LQFRPHV FRPSDUHG WR  ZLWK WKH ORZHVW LQFRPHV VKRZV WKDW WKH
ZHDOWKLHVW  KDG ILYH WLPHV DYDLODEOH LQFRPH WKDQ WKH FRUUHVSRQGLQJ  RI WKH SRRUHVW $ UHOHYDQW 2(&'
DQDO\VLVILQGVWKDWWKHODWHVWPDFURHFRQRPLFFULVHVDOZD\VOHDYHYLVLEOHVLJQVRQWKHVWUXFWXUHRILQFRPHGLVWULEXWLRQ
(VSHFLDOO\ DIWHU WKH ODWHVW HFRQRPLF FULVHV WKH IROORZLQJ HIIHFWV DUH QRWHG WKH GDQJHU RI SRYHUW\ KDV LQFUHDVHG
HPSOR\PHQW SHUVSHFWLYHV DUH GHWHULRUDWLQJ HVSHFLDOO\ IRU WKH \RXQJ DQG ROGHU PHPEHUV RI WKH ZRUN IRUFH IRU
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ZRPHQDQGWKHXQVNLOOHG0HDVXUHVRIILVFDODGMXVWPHQWWHQGWRHQKDQFHLQHTXDOLW\DQGWKHGDQJHURISRYHUW\DQG
KDYHQHJDWLYHUHVXOWVRQWKHVLWXDWLRQRIWKHODERXUPDUNHWIRUWKH\RXQJDQGWKHHOGHUV7KHOHYHOVRIZHDOWKKDYH
JHQHUDOO\EHHQ LQFUHDVHGGXULQJ WKH ODVWGHFDGH ,Q(XUR]RQH¶VELJFRXQWULHV WKHFRPELQHGQHW ILQDQFLDO DQG UHDO
HVWDWH ZHDOWK DV D SHUFHQWDJH RI *'3 ZRUWK PXFK PRUH LQ  WKDW  7KLV LQFUHDVH ZDV SDUWLFXODUO\




7LOIRUG 6LPRQ  SRLQWV RXW WKDW HFRQRPLF JURZWK LQ (XURSH GHSHQGV RQ WKH UHFRYHU\ RI KRXVHKROGV
VSHQGLQJ'XULQJ WKH ODVW  \HDUV LQFUHDVH RQZDJHV OLHV EHORZSURGXFWLYLW\ LQ WKHZKROH LQGXVWULDOL]HGZRUOG
OHDGLQJ WRDGUDPDWLF IDOORIZDJHVDVDSHUFHQWDJHRI*'3$WWKHVDPHWLPH LQHTXDOLWLHVZHUHUDLVHGVLQFHDQ\
EHQHILWVRIILQDQFLDOJURZWKDFFXPXODWHGWRWKHWRSRIWKHLQFRPHVFDOHDQGLQFRUSRUDWHLQFRPHVDQGSURILWV7KH
(XURSHDQ VWUDWHJ\ WR GHDO ZLWK WKH FULVLV LQ (XUR ]RQH KDV ZRUVHQHG WKHVH WUHQGV DQG KHQFHIRUWK LV \HW DQRWKHU




,Q D UHVHDUFK SDSHU GHDOLQJ ZLWK WKH DQDO\VLV RI LQHTXDOLW\ SHU LQFRPH VRXUFH LQ *UHHFH UHVXOWV VKRZ WKDW
FRUSRUDWH LQFRPH DOWKRXJK UHSUHVHQWLQJ DERXW  RI WKH WRWDO HTXLYDOHQW KRXVHKROG LQFRPH EHDUV WKH PRVW
LPSRUWDQWFRQWULEXWLRQWRWRWDOLQHTXDOLW\-XVWE\HOLPLQDWLQJLQHTXDOLW\LQWKHGLVWULEXWLRQRIFRUSRUDWHLQFRPHWRWDO
LQHTXDOLW\ZRXOGKDYHEHHQUHGXFHGE\6DODULHVDQGZDJHVGHVSLWHEHLQJWKHPRVWLPSRUWDQWLQFRPHVRXUFH
FRQWULEXWHPXFK OHVV WR WRWDO LQHTXDOLW\7KLV VPDOO VDODULHVDQGZDJHVFRQWULEXWLRQRQ LQFRPH LQHTXDOLWLHV LVGXH




VRFLDO EHQHILWV RIZRUNHUV LQ JHQHUDO%HKLQG WKLV H[FXVH OLHV WKDW FODLP WKDW KLJKZRUNHUV DQG UHWLUHG LQFRPH LV
UHVSRQVLEOHIRUWKHILVFDOFULVLV7KLVFODLPLVH[DPLQHGIURPWKHSHUVSHFWLYHRI³VRFLDOZDJH´IRUZDJHHDUQHUVRID
FRXQWU\FDOFXODWHGDVWKHQHWEHQHILWWKH\UHFHLYHIURPVWDWHH[SHQGLWXUHDIWHUDOOWD[DWLRQSDLGE\WKHPLVUHPRYHG
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VSHFWDFXODUO\EURDGHQHG7KLV UHVXOWHG LQ D ODUJH UHGXFWLRQRI WKH VKDUHRI ODERURQ*'3DQG DKLJK UDLVHRQ WKH
HDUQLQJVZDJHVIUDFWLRQ,QZDJHHDUQHUVDQGUHWLUHVVXSSRUWHGDOPRVWLQWRWDO WHUPVWKHZKROHZHLJKWRI
WKH ILVFDODGMXVWPHQW VLQFH WKHLU DYHUDJH UHSRUWHG LQFRPHZDV UHGXFHGE\FRPSDUHG WRDQG WKH
DYHUDJHWD[ZHLJKWZDVLQFUHDVHGE\7KHH[SORVLYHXQHPSOR\PHQWUDLVHUHGXFHODERUVKDUHRQWKH*3'E\









RI  )XUWKHUPRUH UHFHVVLRQ GXULQJ  KDV UHGXFHG *'3 FXPXODWLYHO\ E\  XQHPSOR\PHQW KDV





WKH WRWDO WD[ RQ WKHP ZDV  (XURV LQ  WKHUH ZHUH  VWDWHPHQWV DQG  (XURV IRU





WKH SRSXODWLRQ ,Q   LQFRPHV WKLV LQGH[ ZDV  DQG LQ   LQFRPHV LW ZDV   RI






$FFRUGLQJ WR WKH %DQN RI *UHHFH WKH IRXU\HDU SHULRG  LV FKDUDFWHUL]HG E\ D ODUJH FXPXODWLYH
UHGXFWLRQRIDYHUDJHJURVVLQFRPHVLQWKHZKROHRIHFRQRP\ZKLFKFDPHDVDUHVXOWRIILVFDODGMXVWPHQW
VDODULHVUHGXFWLRQVLQWKHSXEOLFVHFWRULQVWLWXWLRQDOUHJXODWLRQVWRHQKDQFHIOH[LELOLW\LQWKHODERUDQGLQUHFHVVLRQ
FRQGLWLRQV WKDW LQIOXHQFH PRUH DQG PRUH WKH QHJRWLDWLQJ SRZHU RI ZDJH ± HDUQHUV )XUWKHUPRUH QRPLQDO ORZHU
ZDJHV ZHUH FXPXODWLYHO\ UHGXFHG E\  7KH FXPXODWLYH UHGXFWLRQ RI DYHUDJH JURVV LQFRPH KDV OHG WR D
UHGXFWLRQRI ODERU FRVW SHUSURGXFW XQLW E\ LQ WKHZKROHRI WKH HFRQRP\ DQG HYHQPRUHE\ LQ WKH
EXVLQHVV VHFWRU DQG WR D UHGXFWLRQ RI WKH WRWDO H[SHQGLWXUH IRU ZDJHV DQG HPSOR\HU FRQWULEXWLRQV E\  DQ
HYROXWLRQWKDWKDVGHFLVLYHO\FRQWULEXWHGWRDODUJHUHGXFWLRQRIFRQVXPHUGHPDQGVLQFHWKHSXUFKDVLQJSRZHURI
WKHDYHUDJHJURVVLQFRPHLQWKHZKROHRIWKHHFRQRP\GURSSHGE\ZDVWKH\HDUZLWKWKHKLJKHUUDWHRI
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LQ WKH IUDPHZRUN RI ILVFDO DGMXVWPHQW OHG WR GHWHULRUDWLRQ RI LQGLFHV RI ILQDQFLDO DQG VRFLDO ZHOIDUH LQFRPH
LQHTXDOLW\DQGDERYHDOODEVROXWHSRYHUW\%DQN2I*UHHFH
(PSLULFDOUHVHDUFKRQLQFRPHDQGWD[HV
)URP7DEOHV DQG LW LV \LHOGHG WKDWZKLOH WD[DEOH LQFRPHRIZDJHHDUQHUV UHWLUHG DQGRWKHU WD[SD\HUVZDV
LQFUHDVHG LQFRPSDUHG WR WKHUHVSHFWLYH LQFRPHRI OHJDOSHUVRQVZDVUHGXFHGE\$WWULEXWDEOH WD[




7D[SD\HUV     Ȋ ĭ Ȋ ĭ Ȋ ĭ Ȋ ĭ Ȋ ĭ
:DJHHDUQHUV
UHWLUHG          
2WKHUWD[SD\HUV          
/HJDOSHUVRQV          







   
:DJHHDUQHUVUHWLUHG    
2WKHUWD[SD\HUV    
/HJDOSHUVRQV    












7D[SD\HUV     
Ȋ ĭ Ȋ ĭ Ȋ ĭ Ȋ ĭ Ȋ ĭ
:DJH
HDUQHUVUHWLUHG
         
2WKHUWD[SD\HUV          
/HJDOSHUVRQV          






   
:DJHHDUQHUVUHWLUHG    
2WKHUWD[SD\HUV    





WD[ LV UHGXFHG LQ UHVSHFWLYH WRWDOV2Q WKH FRQWUDU\ IRU LQFRPH VFDOHV  ±  DQG  ± 
(XURVWKHUHLVDQLQFUHDVHLQDOOUHVSHFWLYHSHUFHQWDJHV,QLQFRPHVFDOH±(XURVWKHUHLVDQLQFUHDVH
LQWKHSHUFHQWDJHRIWD[SD\HUVEXWUHGXFWLRQRIWKHGHFODUHGLQFRPHDQGWD[ZKLOHLQVFDOH±(XURV
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FRXOGOHDGWRLQFUHDVHRILQFRPHLQHTXDOLW\'XULQJWKHUHFHQWHFRQRPLFFULVLVWKHGDQJHURISRYHUW\ZDVLQFUHDVHG
WKHSURVSHFWVRIHPSOR\PHQWZHUHGHWHULRUDWHGDQGILVFDOFRQVROLGDWLRQPHDVXUHVWHQGWRHQKDQFHLQHTXDOLW\
7KHVH ILQGLQJV DUH FRQILUPHG ZLWK D SDUWLFXODU HPSKDVLV LQ *UHHFH GXULQJ WKH FULVLV SHULRG ZKHUH GHVSLWH
UHGXFWLRQV LQ LQFRPH WD[DWLRQEXUGHQZDV LQFUHDVHG WKHSRUWLRQRI LQGLUHFW WD[HVRYHU WKH WRWDO WD[DWLRQUHYHQXHV
ZDVDOVRLQFUHDVHGDQGWKHSURSRUWLRQRIODERURQWKH*'3ZDVGUDPDWLFDOO\UHGXFHG:DJHHDUQHUVDQGWKHUHWLUHG
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